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27 September 1948 


MEMORANDUM FOR THE CHIEF OF STAT? 
: SUBJREGT; Intelligence Division Baily Briefing - 
FALL OF SINAN SEVERE BLOW TO WaTTONALISTS 





The fall of Tsinan, which strikingly symbolizes the deteriorating military 
fortunes of the Ghinese Natienalist Government, will probably have far- 
reaching political and economic consequeuces, ‘the loss of the praévincial 
capital of approximately 600,000 people to the Commmists is a particularly © - 
dahaging blew fer the Natlonalists, coming as it dees; at the same time 
that the new Government currency policy shows signs ef failing to eure 
Chind!¢ ruinous and demoralizing inflation, 

Captire of Tsinan will (1) provide the Commmists with a capital for 
the new North China People's Republic, (2) substantially increase the Commmist 
industrial potential, and (3) join sections of the railway network currently 
operated “by the Communists. go 

 ffter regrouping and resupplying, the Commmists forces which captured 
Tsinan heve cither Tsingtao, where a U, 8, Naval Base is lecated, or Eguchow as 
their next objective, The cholece will probably be Hguchou, to the south of 
Tsinen, “because 14 will add to the rallway network held by the Communists 

and will bring them closer to Nanking, — 

fhe Conminist force attacking the rail corridor from Peiping to Chinhsien 

is estimated af 110,000, The ultimate isolation or capture of Chinhsien, used 
as a base for the airlift to Mukden, would treblé the distance which airborne 
supplies would have to he flown to Mukden, - 











Ynorensed military activity the past two weeks in the Soviet Zone, 
parbicilerly in Theringia, has been reported, Border security has been 
strengthened, and the railways have been alerted to the movement of Soviet 
troops at the ond of September, It is currently estimated Shat 30,000 to 
36,000 Soviet troops are in the Eisenach~Ordruf maneuver area, 

The reported activity is probably in connection with maneuvers. Corps 
and army meneuvers normally begin about this time and end toward the latter 
part of October, he maneuvers in this instance may also be timed with a view 
+o increasing the psychological pressure on the Western Powers in Berlin, 
Assembling of the troops for offensive action is, of course, a possibility. 





tthe Soviet disarmament proposal to the United Nations, including one~ 
third reduction of the armed forees of each of the five great powers and a 
prohibition of the use of the atomic bomb for offensive purposes, appears to 
have boen offered largely for purposes of Soviet propaganda, The Soviets have 
brought forward similar proposals in the past. They have always been rejected 
by the Western Powers as unworkable and heavily weighted in favor of the 


general Soviet position. : 
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